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THE WHITE HOUSE
WASHINGTON
January 12, 1979

MEMORANDUM FOR: JIM MCINTYRE
FROM: HENRY OWE‘NV
SUBJECT: Reorganization Plan: Department of

Trade and Business Development

1. I urge the deletion of OPIC and Ex-Im Bank from the
proposed elements of the Department of Trade and Business
Development, as outlined in your January 1l memorandum.

a. The case for including OPIC in the pending reorgani-
zation plan for international development assistance agencies,
rather than the Department of Trade and Business Development,
is overwhelming. In 1977 we reversed the previous Admin-
istration's "privatization" of OPIC, which was making
service to US business its guiding purpose. Instead, we
directed OPIC to provide support to US overseas private
investment only when this serves our LDC-development objec-
tives. On this justification the Congress last year renewed
OPIC through 1981, adding statutory mandates restricting
OPIC services in middle-income countries and tightening its
developmental criteria. The President last spring directed
closer coordination of OPIC with AID and other international
development programs. This LDC orientation of OPIC has not
prevented OPIC from collaborating with Commerce, Ex-Im and
SBA in the current nationwide seminars designed to stimulate
the participation of smaller US business in international
markets. So transferring it to the new Department of Trade
and Business Development would reverse the main trend of
administration policy; transferring it to IDCA would rein-
force that trend. ‘

b. Making Ex-Im Bank a part of the new Department of
Trade and Business Development would weaken, in fact and in
appearance, the independence which is an essential part of
the Bank's effectiveness and ability to attract Congres-
sional support. You might consider whether this change
would make it more difficult to move toward forms of Ex-Im
Bank financing that do not involve full appropriation. I
would bke-iwglined—4e leave Ex-Im where it is, and allow the
Secretary of Commerce (or Trade and Business Development) to
chair those meetings of the NAC at which guidance is devel-
oped for the Bank.

2. Your decision against including STR and the trade functions
of State and Treasury in the new department certainly is wise.
We don't need diversionary issues during the MTN legislative
struggle.



THE WHITE HOUSE
WASHINGTON:
January: 8, 1979

'MEMORANDUM FOR: JIM McINTYRE

FROM: ' STU EIZENST
ANNE WEXLER(
JACK WATSON

SUBJECT: Draft Dec éionggemorandum:on
: Reorganiza¥ion Issues

This memorandum briefly summarizes our comments on the draft
decision memorandum on reorganization- issues. that you circu-
lated last week. Our comments are divided into. two parts:

- this cover memorandum which includes general .
comments: on your draft decision memorandum; and

- a' mafked-up version of the decision memorandum
that reflects spec1f1c substantive and editorial
-suggestions.

Our comments reflect our suggestions for improving the basic
decision: memorandum. They should not be construed as indi-
cative of our final recommendations on these issues.

The reorganization plans which the President will submit
will be among the top domestic priorities of the Adminis-
tration.. We look forward to working with you and your staff
in developing the best proposals. We appreciate your efforts
to obtain our input. -

General Comments:

We have: the following~generalucomments{

- The draft memorandum tends to understate the diffi-
culty of achieving program consolidation and program
reform, even after structural reo:ganlzatlon has
succeeded. Even after the economic development
programs: are shifted to one agency (DDA or Commerce),
for example, we still must convince each of the
Congressional authorizing Committees to accept the
‘specific provisions of the consolidated program.

~ Obtaining the approval of the Agriculture, Public
Works: and Banking Committees. of one set of eligi-
‘bility criteria, program requirements, field
structures, etc. will be a monumental task under




any circumstances. Since these Committees also
are concerned about their legislative jurisdictions,
the task will be even more difficult.

The: President should understand that one possible

outcome: is a situation in which all of the program

resources are transferred to a  new Department (DDA
or Commerce), but none of the program consolidations
has. passed Congress. In this situation, the program
resources: would: be: separated from the field offices
and’ delivery systems: of their former Departments.
Needless to say, the result would be chaotic from
the point of view of service delivery.

Similarly, updating outmoded authorizing statutes for
the DNR and DFA will be a large task, even after re-
organization has been achieved. Once again, it is

these statutory changes that will produce the greatest

programatic benefits.

The  draft memorandum does not adegquately articulate
a new mission for the Department of Commerce or the
Department of Agriculture. Since the President has
foreclosed the "abolish Commerce™ option we must
articulate a new mission for Commerce at the same
time that we are reducing its responsibilities 1in
other areas (moving NOAA and perhaps EDA). If the
President selects both the DDA and DNR, Commerce will
lose 45 percent of its employees and almost 60
percent of its budget authority. If the President
selects  DNR and the Department of Commerce and
Economic Development, this problem will not exist.

Similarly, the Department of Food and Agriculture.
proposal needs to be strengthened, so that Agri-
culture's new mission is better articulated. 1If
the President selects both DNR and any economic
development reorganization, Agriculture will lose
one-third of its employees and 13 percent of its
resources.

The memorandum should be revised to reflect an
objective substantive and political analysis of
each of these options. It will be easier for the
President if in one memorandum he can obtain a

- complete: picture of the reaction of Congress,

agencies and constituencies to the various. options.
Harrison has separately done this.
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Timing of Subm1s51on of Reorganization Plans to
Congress. We agree with Secretary Bergland that
the reorganization plans: should be submitted. to
Congress one at a time. Congress should not be-

- asked to act on more than one plan at a time.
The: options memorandum should include a brief
discussion of the timing issue.

Department of Natural Resources

As

The draft memorandum overstates the extent to which
structural reorganization may solve the policy
problems that are identified, as opposed to changes:
in: authorizing statutes. The memorandum should
identify more: specifically the improvements that.
result from structural reorganization and those that
require legislative changes.

It would be helpful if the President could have a
more specific accounting of the costs savings. For
example, it would be useful to know. the amount of
costs savings that result from closing field offices,
eliminating staff, etc. and the amount that results
from:policy~changes-

The water resources options: are not described in
sufficient detail. Given the wide variety of agency
views on this issue and its controversial nature it
would be helpful to have a  more thorough discussion
of the options.

we understand: it, the three principal options are:

OMB Option: Policy and planning would be located

in the new DNR (combination of the Corps of Engineers,
Bureau of Reclamation, Soil Conservation Service
planning functions and all the functions of the

Water Resources Council) and all construction acti-
vities would be housed in the Corps of Engineers
(transfers construction activities of Bureau of
Reclamation and Soil Conservation Service).

Interiorlqg;ion:- Put all water planning, policy and
construction in DNR.

No Organlzatlonal Change Option: No major reorganiza-
tion in this area.
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The costs and benefits of each of these options
should be clearly presented to the President..
(Rathy Fletcher has done considerable work on
this issue. She would gladly help with the
analysis of the optlons ) -

We are also a little concerned about the "No:
Reorganization" option which is described as
"strengthening the role of the WRC." The
memorandum does: not clearly state how the WRC

would be strengthened, whether legislation would

be required, or the: likely reaction of Congressional
water-policy interests. (We might add that the
Administration's experience with water policy last
year suggests. that any major changes in this area
could adversely affect the prospects for Congressional
approval of the DNR.)

'~ The substantive disadvantages of the DNR should be

discussed within the memorandum. The President
should not be forced to search through the volumes
of agency comments to obtain a complete view of the
substantive and political beneflts and costs of the
DNR..

- There should be specific discussion of the organiza=-

tional questions relating to indian Affairs. While
we are: not suggestling a separate Indian Agency option,.
we: think the conflicts and problems presented by
leaving BIA in the DNR warrant discussion in your
memorandum.

The timber  industry's views concerning the proposed
DNR should be discussed. If timber industry support
for reorganization is to be attained, we must provide
assurances: that substantive changes in the management
of the National Forests will result.

Department of Development Assistance:

As in the case of DNR, it would be useful to identify
those program reforms that are achieved by structural
reorganization and those that will require subsequent
changes in basic authorizing statutes. The memorandum

-Seems to suggest that all of the program consolidations.

will result from structural reorganization, when, in
fact, major changes: in the authorizing statutes still
will be required. The President should be aware that
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one conceivable result of this plan (DDA or Commerce)
is: the same set of disparate programs, but subsequent

‘to reorganization they would all be located in one

Department..

'As in the case of DNR, it would be useful to provide

a more explicit accounting for the cost savings.

The memorandum does not clearly_present the principal
distinction between DDA and the Commerce option.
That. distinction, in our judgment, involves the
choice between an. economic development program. that
is closely tied to a community development agency and
an economic. development program that is more closely
associated with a private sector, business-oriented
agency. The memorandum should make this choice more
explicit. ‘

The memorandum, we believe, overstates the degree of
program consolidation that can be achieved under the
DDA option as compared to the Commerce option. In our
Judgment, the  only program reform that may be somewhat
more difficult to achieve under the "Commerce option"
is the consolidation of planning assistance programs. -

The DDA option, if it is to be internally consistent,
should shift to DDA the housing programs of FmHA, as
well as FmHA'sS community and economic c development
programs. 1f one believes that ED, CD and housing
are inextricably linked (as the argumentation for the
DDA suggests), it seems inconsistent to leave behind
the rural housing programs, particularly when we must
break up the link among these programs that currently
exists in FmHA to create DDA.

The memorandum should be more explicit about the
effect of the DDA and Commerce proposals on the
geographic constltuencies and targeting of the

respective agencies. DDA clearly will shift HUD
~away from its urban advocacy” role and give it a.

more "national"™ constituency. Such a move has
important policy and political considerations that
should be articulated to the President.

The discussion of consolidating community facilities
programs ignores the fact that major community
facilitlies programs are not included in the DDA.
EPA's sewer and water grant program 1s the largest
public facility program in the grant-in-aid system
and DOT's transportation grants also are important.
Yet there is no discussion of these programs.




6
-- The substantive and political costs and benefits
should be fully discussed in the memorandum. The:

President should not rely solely on the agency
comments to understand the substantive issues.

-- The memorandum: suggests that State and local
officials are clamoring for change in these
programs. Our discussions suggest that most
Mayors are generally indifferent about any
of these reorganization proposals.

Food and Nutrition:

-=- The recommended proposal is a move in the right
direction, but does not go far enough. Lynn Daft
has been working with Harrison Wellford over the
weekend to: strengthen this proposal. Stu's comments
on this: reorganization are 1ncorporated in Lynn's
proposals.

Commerce

-- This option simply is not developed well enough.

It would be unfortunate if the President were to
present his reorganization plans and not be able

to offer simultaneously a new vision for the
Department of Commerce. Such a position would make:
the President look as if he had all but eliminated
Commerce, but had no alternative missions for it.

== The discussion of the Commerce Department should
point out that transferring the economic development
programs to Commerce would provide a stronger mission.
for that agency.
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE. OF MANAGEMENT AND.-BUDGET
WASHINGTON, D.C. 20803 )

& | January 5, 1979

‘\3&‘

'~ MEMORANDUM FOR THE VICE PRESIDENT -
' ' STUART EIZENSTAT:.”
HAMILTON. JORDAN-
TIM KRAFT
DICK MOE.
FRANK MOORE
DICK PETTIGREW
JODY POWELL ,
JERRY RAFSHOON
JACK WATSON
ANNE WEXLER

FROM: - James T. Mclntyre, Jr.gz"'d.'

SUBJECT: ~ Attached Draft Reorganization Decision
' Memorandum. . ‘

Attached is a draft of the reorganization decision memorandum.
It includes summaries of agency comnents. The agency comments
themselves. are attached.. : )

We: would like to reflect your position in the final memorandum . -
and@ would appreciate hearing .fgrom’ you by MONDAY, NOON, JANUARY 8.

.-
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EXECUTIVE OFFICE OF THE PRESIDENT

OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON. D.C.. 20303-

MEMORANDUEuFORLTHELPRESIDENT‘
- FROM:: Jim. McIntyre .

e--ij | SUBJECT:: Reorganzzatlon 1979

and trade.

< These four areas were chosen with the goal of bringing about -

. visible achievements in government performance and efficiency: .
more service from the same dollars, reduction in personnel and -
administrative costs, consolidation and simplification of '
programs,. less overlap and duplication. Together with civil
service reform, the Department of Energy, and the pending
Department of Eduvcation, the initiatives described below wouldz
give us a reorganization record affecting most of the domestic

‘Cabinet by 1980:

This memorandum presents the results of our analysis of the
major items on the 1979 reorganization agenda awaiting approval.®
; . . Four principal projects are described: mnatural resources,

PR development assistance, food and agrzculture. and commerce

- . (1)) wWatural Reéources, The excessive number of Federal
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natural resources agencies doing much the same thing
makes: it confusing for citizens to know where to go,
costly for businesses delayed by complex permitting
requirements, and complicated for the government to
develop and implement coherent policy for balancing -

' conservation and development objectives. A-patural re-
sources reorganization would simplify this structure and
help to solve these problems as well as save money
for the government and the private sector,

. 60 economic
(2)7;5:$§i_gment Assistance.//éhe complexity, paperwork,.

and delay in delivering/development grants, loans,
- and services has long been a complaint of mayors,
governors, and businessmen., Federal investment in.

* Preparations are underuay for education reorganization,
which you have already approved.
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'I- Natural Resources
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euhonwc development programs. cannot be focused for oo‘rmal
payoff. Private sector partners often cannot afford
- .~ T"to wait months for Federal action. By reorganizing
ut%§;;and consolidating programs in: this area, we can begin
="~ ¢o address these concerns as well as save administrative
'-~&$'costs for Federal, State ana local governments. :
{(3) Pood and Agriculture. WNutrition polxcy is of increasing
importance to the quality of the American diet and to
- agricultural commodity and trade policy. No agency
. now has lead xesponsibility for developing and coordin-
" "atifiy policy: in this area. We believe that the
Department of Agriculture should be designated the
lead agency for nutrition policy and that we work with
- Secretary Bergland on. internal chances to strengthen
USDA's role.

- (4) TradevandECommerce;, We are not yet prepared to make:

- a recommendation regarding the mission of the Commerce:
Department. Bowever, our analysis has indicated
important deficiencies in the Federal Government's
capacities to formulate and implement trade policy
and to conduct economic analysis. A major cause of
these deficiencies is program fragmentation. We will
be able: to present carefully analyzed and politically
tested: Commerce Department options shortly. .

In short, these options are designed to modernize the structure .
of government by focusing resources on today's problems, stream-:
lining government processes, and saving money for the public

and private sector. Imlementing them will require a combination of re=
cmganxzatux:;ﬂanamxileguslatuxu

The remainder of this memorandum discusses each set of options
in detail. Parts I - IV'offer options in sPeczfzc subJect areas.

qr&uﬁetﬂbl

Managing the Na¥ion's naturalfesources -- land, air,
water, Oceans, wildYife -- is a substantial Federal responsi-
bility. But organizational gmentation and overlap make it
difficult to do a‘good job., Exhibits I and II summarize natural
resources programs. and the current jurisdictional fragmentation
of resource programs. "hxs program dispersion creates real
problems. _ . -

A. The Problem in a\l areas..
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No 96//;ff1clal, short o‘<you, can take an overview

" of Aesource matters; set policies and priorities;

or make decisions with a perspective balanced

- between conservation and development.

"No:onemaaaressesanaturaI,resource5=comgrehensivelyf
'evenﬁthough'extensive:interactionsaincthe physical
- world exist. Even when policy is developed, often

no. one-. has clear authority to carry it out. For
example, the: Secretary of Interior has been ass;gned

- to: implement water policy reforms, but he has no

aunthority for Corps. project planning. Relating
natural rescurce programs to. other areas, such as

2 zanternatlonal relations, energy, and environmental

protectlon. is difficult.

iNumerous confusing field systems make it difficult

to. coordinate policy decisions with State and local
'governments, respond to regional differences, and

{providevefficient service delivery.

Responsibilities for: eeéh-resource areas (land, :
oceans and water) are badly fragmented. For example, -
water resources policy planning and construction
responsibilities are assigned.to. three operating

~ agencies and the Water Resources Council.

Today's problems will intensify in the future
with 1ncreasxng population, economic growth, and

- Aincreasing demand for outdoor recreation.

Onclear asszgnment of'respon51b111t1es leads to

interagency competition, dupllcatlon of skills, and -

- failure to take advantage of economies of scale.

Interlorrand'NOAA havesseveral.areasaof contested
jurisdiction»anauoverlapg including'hyarOIOgy, marine
biology, mapping and charting, and deep sea mining.
Desplte numerous coordinating commzttees, the problems

Interior and the Forest Service manage public land
for the same multiple purposes. Yet each has its
own: experts, investment levels, field structure,
and systems for dealing with the public, includlng

timber, cattle and recreation industries.

The three water develoPment agencies indepenaently
pursue their own project planning studies to support




unnecessary expense, poorly conceived projects,

i , ",'f --and.extra,pressure-from:hopeful,beneficiaries.

-~ - AlY the matural resource agencies have research and
.+ dJdata programs but there is no- central clearinghouse, -
makxing it difficult for agencies and the public to:
zalke advantage of each other's knowledge.

- Inconsiétent‘regulationSfand‘procedhresnmake it
- = gdifficult, time-consuming, costly, and confusing
... for natural resources users.

= '> ' Recreation services are provided by several agencies.

Yifferent priorities in funding levels result in
some overdesigned and overstaffed facilities while
others are neglected.

TR " Interior and the Forest Service, both managing

B o
+

similar public lands, have different regulations
for permits, fees, accounting methods, recreational
usage and environmental regulation. This situation

o . * . is particularly troublesome when the two agencies.

- have adjacent or intermingled land, and users seek. -
permits for grazing, access roads or other uses.

?& ' - _ that cross. jurisdictions.

Responsibility for management of the Outer Continental ..
Shelf is vested in Interior. NOAA has most other . :
ocean-related@ responsibilities and expertise, such
as- oceanography, fishery regulation and coastal zone:.

. o planning. This division of closely related prograns

causes duplication, confusion for developers and

environmental groups, and fails to take fun

advantage of complementary skills. :

o B. Principal AlternaEive: ‘Department of Natural :Resour;:'e-s:
;:-7‘: . PR 7N - : N - . — ...- *..,;
b - ' - Built on‘a:reorganized*!nterior,‘a-DLlf;buld.incorporatq
el the Forest Service, NOAA, the Soil and Snow Surveys of the Soil
?- Conservation Service, the Water Resources Council, and the .
i Water planning functions of the Scil Conservation Service and thi
1 CorPS'of:Engine?rs,.‘If.the»rorest Service is. pot inclvded in th
{ pacgageijgurvprlncipal,COngressional.supportersxwould.withdraw

;. ?bemr-gctlveasupport.f DNR would:be-responSible.for-managing the
4 Ration's natural resources and ensuring their protection and. wis:
i use. ;Once?consolldgtedﬂinua:sipgle~department; these programs

P e would be realigned into major program components as £ollowss

| 32;' oCS leas e

\WOAA (Commerce) and Outer Continental Shelf (Interior):

i fow handle '\ In the new Department, a major component including NOAA
. and the oceanic programs of Interior would be created,
- giving these functions higher priority and eliminating -

W wovld- (—t\s duplication.

L ¢—\Aw:566 .
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frorest Service: ‘(Agriculture) and Bureau o Land
/ Manazenment (Interior): The experience ani profes=

: 3¢f;Fv ‘" sional staff of the Forest Service make it the-

T o .'q‘._» preaier multiple use land management agency in

. ﬁﬁg"of'gﬁg; : the Federal Government. Within the new Dspartmwent, "
i ¢£,=é<"§§ '\, the Forest Service would provide the base for this
: g e - \ component and, over’ time, would absorb the Bureau

: \"49. . Vof Land Hanagement.

oL &

- Surveys (égrzculture)- Most of the resource agenczes

. gather information and do research.  Their data and
f‘researoh findings are often in different formats and

'l difficult for States:.and other agencles to: use. - By

. locating these: support programs: in a science and

\ minerals component 6f: DNR, they can be made more uSefnl

National Park Service, Fish and Wildlife Serv;ce,
Feritage Conservation and Recreation Service (Interior)
Within DNR, the National Park»Service,'Fish:and'WildIIf
. _ » Service, and Feritage Conservation Service would be:

et o ' grouped together._Eermlttlng maxzmum eff;cxenizd‘

S L programn delivery ce groamas curraa s ave o . \n)u

® - Water Resources Council, Earts of %he Corbs of .. .
R . . Engineers (Defense), parts of the Soil Conservation’
i : : Service (Agriculture) and Bureau of Reclawmation (Interi
SR : Water resources. problems are being addressed by the

water policy reforms. Eowever, these policy directives
can be more effect;vely and. permanently implemented
with accompanying organization 1mprovements. '

To aocomplish this, option 1 would transfer to and

. consolidate in DNR the Water Resources. Council and the’
policy, planning and budgeting functions of the three
water development agencies. Detailed project design ar
construction functions of the Bureau of Reclamation ant
Soil Conservation Service would be transferred to and
consolidated in the Corps, which would become the
government's vater project oonstructzon arm._

This step: would redefine the -mission of the Corps®,
making it essentxally a construction agency capable

" of performing work™fof DNR'and other Federal agencies..
. '*  The DNR would plan. and budget-for
. .. all’water development activities, and the Coxrps would™
. . - act as construction agent under strong policy and ' .
. =+ &_. - rxeview controls. The Corps would have an 1ncreased’ .

- d8esign and construvction capability to under=
take asszgnments forx other agencies.- Separating"




' . = : | R ’ ‘ &

T pro;ect plann:.ng from construction would greatly reduce
the incentive to generate plans to support a coastruction
J procram. Althou h some i eff:.c:.enc:.es may result from
‘) -:.ons,‘mu'
About 3, 000 planners would transfer a.rom the Corps to DKR
d.(\p qc, angd ubout 6,000 Reclamation and Soil Conservation construc
/2‘ 5) ion personnel wonld transfer to the Corps. -
H N

™ .,ég,(‘ Q’c(.” \H_p 1 The TJNR muld exercise budgat, »lanning and policy oversic
v o™ &Y of the operations and maintenznce-activities for water
- 'yf - projects. To this end, thi: Corps would continue the day-t

0 :

; bca, - day .maintenance and operation ‘of its projects (under DNR
TN S ..~ guidance), while the DNR would operate and maintain currer
¥ : -~ Intérior projects. This arrangement would be subject to-

t - future‘*adjustment 'as DNR develone exp‘eri’ence in this area.

S o We: evaluated other .options. for handling water resources..
Toe el For example, Option 2 would consolidate in DNR all the.

e functions of the Corps® civil works, Bureau of Reclamation
3. p 'Jpﬁ ~ Soil Conservation Small Watersheds, and Water Resources:

< \ior  Council, thereby providing stronger executive direction an

P o} greater savings.. Bowever, this option would impair the .
L ~  Corps" military construction and mobilization capacity and
v its ability to take on alternate missions.

A sub-option that could be instituted with either Dptionh
3 : 1 or Option 2 would be to transfer the Corps of Engineers®
A ' A&,»SI(,QQ navigation and transportation policy functions to the :
. ko~ Department of Transportation. Thus, DOT would have compre
- s‘}so( bhensive transportation planning. This sub-option, however
= - could further fragment water policy and requires further
analysis as to how DOT interests can best be met.

A third option is to strengthen the Water Resources Counci
- by providing an independent and full-time chairman and -
making it the lead agency for water policy. The strengthe
Water Resources Council would provide policy 1eadersh1p,
independent review of projects, coordination with States,
~ and' advice to OMB on buvdget proposals. This option create
- a minimal organizational change and offers sone improved:
management of water resources prodgrams. In the past,

however,. interagency coordinating groups have not been
effect:.ve.

; z,}é’zcmce tbe new Department is created, a c0mprehensive organic act
G_pf-would help to complete the reorganization and define the missic
" of the new Department. Exhibit III graphically depicts the
: rescurce and manpower transfers for a Department of ‘Natural Re:s

I - .
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WATER RESOURCE:
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$60

$2,623 :
DEP?:'PE%%ROF * DEPARTMENT OF COMMERCE
$4,565 '

) © SAVINGS
- 3,700

PERMANENT POSITIONS BY SOURCE'
'SCS 3% |

AGRICULTURE
82,300

DNR
90,142

S usrs 263

CORPS OF
-~ ENGINEERS:

29,000 (civil)® \ 1002
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Advantages-of DNR -

r . )

® . The functions can be performed at the same levels with

- an estimated ravings of $151 million and 3,700 positions
‘{obtained over several years). These savings result
7 o from merging similaz functions, streamlining internal
N i : » organlzatxon, unifying field systems, and improving
o SR service delivery, and abolxsh;ng or curtailing un=—
3 : necessary prograns.. 4 ,

Wy

- yover 2
1ces-w111 be delivered faster and better..

benefzt from aMni;

\ \Aﬂ“‘ Jdeczslonmakzng process.
) < \Jk o ~d easier access to information and special interpretive
£ ‘5\?,: eQP\ o services. Grazing, timbering, tourism, and- fishery

- ~“; _\e» interests, permit seekers, and State and local govern—
- j}_ c <° ments will have a simpler relationship with the

: . 170 Federal Government, dealing with only one agency,

: rather than two or more. Environmentalists: and

.~ \ conservationists will have easier access to Federal

L ' ©  policymaking as well. Faster rulemaking and consistent:.
' regulations for endangered species will benefit both
conservation and commercial interests. Better coordin-:
ated data collection and consolidated mapping and :
: charting services will make better data. available to:
_ ' public and commercial users at lower cost.

Recrea: ;on BSers will have

o A uniform: data collect1on system and exchange of

%'i ‘ - research results will provide a better basis for

t . informed decisionmaking.. o

;.p . . ® Policy and case decisions will be balanced better in An
1 institution having an overview of all resource areas am
§~; a broad constituency spannxng both development and

preservation perspectives..

The disadvantages of DNR are co!_;gd_ln_the—feéeuaat—cabtﬂét
comments.
- C..J:“’&- cons  ere,
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“bther'nlternatives Considered

. We considered: four other alternatxves and consulte_-uidely
on tlbem. Zmr Lt : - e . et Tt P

e {AY ‘Dgpartment of %gr;culture anﬂ Renewable
) ‘ ‘ Resources -——

This option vouldiconsolidatemUSDEJS'Iand‘and;
water functions, primarily the Forest Service and Soil
~ Conservation: Servics, with public land management,.
water resources, and ocean fisheries from other Depart~
ments. Consolidating in Agriculture would appear to.

~

-?: _ ' give a greater production emphasis to resource manage-

e

o _ 4 ment. For example, development, marketing and use of
- - fish as a: food source would become  a primary focus of
' the ocean fisheries program. Merging the Bureau of
Land Management and the Forest Service would solve the
problems associated with having two separate land :
management agencies and build on the Forest Service,
the stronger of the two units. Agriculture has.

E_; . ; experzence both in managing public lands and assisting:

Ll

L AL I

oM -a‘;-\.n';..ﬂ.-i.;.‘li.. R

(R A i 1 W

- .private owners with private land management. Interior
- has experience with public land only. On the other han

v o public lands: are managed for many uses other than the

production of food and fiber emphasized by sgriculture.
o Federal responsibility for those other uses, such as. .
. . recreation, mineral development and management of

f£ish and wildlife, wouid?rehainsinzlnterior and.
continue. the fragmentation in these areas.

- o : o (bl"ImprovedLCoordinationfw&thout Major Realignment ==

- - - :  This option would retain the existing structure

. and establish a Natural Resources Council, or individue
councils for land, water, andiocean5=to=develop poiicy
and coordinate actions. This option would avoid dis-
ruption but would create additional layers of govern- .
.ment, especially in the Executive Office. Accountabil!
would. be confused, and previous results with this type
of approach have been poor.

}(c)f'Degartment,of Natural Resources and'Enviroapent.--

o This option would join most natural resource
LT - management programs, plus enyironmental regulatory
T e ~ programs. of the Environmental Protection Acency (EPA).
‘ - It is not feasible because EPA's jurisdiction goes
well beyond resource wanagement to. include regulation
of many other areas, suvch as urban and industrial wast
EPA is increasingly oriented toward public health.

'8,
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{d). Department of Dceans and Ztmosphere —

" A Department of Oceans and Atmosphere would be
“@  responsible for oceans, and coastal and atmospheric
- affairs and would consolidate the bulk of the programs
: associated with those activities (except for military
programs)-_ The Department would include the Wational .
Oceanic and Atmospherzc Administration (NOAZ) end -the
Maritime Administration from Commerce and the U.S. Coast
Guard from Transportation. The option would recognize
' the;growing;importance of the oceans: and oCean resources
to: the Wation. It would also improve coordination among
Federal activities relating to the oceans. BHowever,.
the Department addresses only a part of the total natura
resource. issue and would 1eave other fragmented resource
areas unadaressed.,

Agency Comments

Commerce believes DNR should not be created unless it has.
a clearer policy focus. It states that the concept fails to view
the affected programs as economic and social issues as well as _
natural resource 1ssuespmrt1cu1arly NOAA's fisheries programs.
Commerce- further belzeves that NOAA is. working well at Commerce -

‘and. that ONR will be primarily a land and water use agency and,

therefore, not a cood home for NOAA.

Finallyp Commerce believes that the benefits ~- which in its .
view cannot be obtained without consolidating policy authorities:
1nc1udlng regulatory prograns -- will be: outwelghed by the

costs in: program. disruption and controversy.

- addresses only the water development optzons and favors

Optlon 3, a strengthened Water Resouvrces Council. It believes

that with strong leadershap, coordination could work and that .
it would be a less costly alterpative. Army believes that the
recommended option would jeopardize politically the implementa-

" tion of other water policy reforms; that the loss of plannzng

angd pol;cy functions would crlpple the Corps, partzcularly in
glVLng military support during: times of. emergency, and in
recruiting; and that the change would result in delays and
increased project costs. Some argue that separating water
resource planning £rom construction functions means that the -

planners. may be out of touch with the construction personnel. -

The Corps may have to redevélop a planning capacity to link |
planning and construction and maintain the skill to dlscharge
regulatory responszb:lxties. .
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. CEQ supports the DNR and believes the water resources
recoﬂm»naatzon is partzcularly important, both in s2lving current
e _problens: and in providing the Corps a new mission. CEZ3L bzlieves
“¢hat DNR should have clear autho*:.ty to deal with private: land
use protgction and conservation issues; that a "Life Sciences
Center’/and should be formed to provide scientific o'o:uuon on:
- T "ecoiogical issues; that the Corps pavigational t‘ansoortatzon
L o functions should be transferred to DOT; and that Energy Depart—
%7 ment responsibilities for regulating energy minerals leasing .-
. - activities should be a part of DNR. CEQ also suzcests that two:
- disadvantages of DNR be raised: (1) having two or more agencies:
' doing the same thing encourages. creative conmpetition and leads to
'~ - better public information, and {2) one agency may not be able .
- to. balance policies and resolve conflicts regarding use of
natural resources. Negotiation among Cabinet level officials -
may produce a better result.

L]

S g ey

Ye

T o ' ‘Justice supports DNR, but believes that the water resources
: S option will not give DNR sufficient control over the Corps, in
, : view of its close relations with the Public Works Committees..
- . It also warns that BLM should not be allowed to down-grade the
' ‘ Forest Sexrvice: profess:.onalism.

- 'rransoortatxon favors the transfer of the: c°rps' nav:.gat;on
“and transportatzon policy functions to DO'I'.

?"!“‘”‘ Aonculture believes that the Forest Service: and BIYM- should
T -and that a pew agency should be built around the:

Forest Service fethat separating the Forest Service:

. Q‘ - from Agriculture would break links between the agencies and forece
\ > some farmers to deal with an extra department. Aunculture ,
'90‘5* ‘,..;- supports the portion of the recommended water resources optionm - .

e 0% %e .that would merge water policy and planning: funct:.ons. but opposet

- K C;@‘ the portion that would merge construction: functions in the Corps.

_»,4 »U’- DR S .

28 Energy supports natural resources. cOnsoliaat:.on. but bel:.ev
that nanagement of non-renewable resources on public lands shoul
be given more attention, that Outer Continental Shelf leasing.
and regulatory functions should be streamlined, and that Energy
and other agenczes should cont:.nne to be involved in water

resource dec:.sz.ons.

e 4;?;
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Interior strongly supports the DNR concept and most of
the recommendations.. Eowever, Interior believes that water
resources: Option 2 —— moving. to DNR all planning, - budoetmg, _

- construction, operation and maintenance functions of the Corps
and Soil Conservation Service — should be recommended. :
‘Interior believes this option would be most efficient and 1d__
not affect adversely the Corps' military functions CEQ. ™)
Interior believes that the Energy mineral leasmg regulatory
functions should become  a part of DNR..

@

Decis ions

: _-?5\;3;\0{ ” ‘ Q) Should a: Depa.rtment of Natu:a]_ Resources yes

be created,:

DVAA

(3):7 If you have chosen to create DNR, how shou].d
water resources: be handled"

Option l: EBave DNR plan, budget, and develop
policy for water development including the water:
resources council functions; make the Corps: the
construction agent including relevant portions.
of the Soil Conservation Service and Bureau of

eem- .- ... . Reclamations -

-
-

T T S AT

OR

Option 2: Consolidate in DNR all Corps c:’.‘vil’v work:
Soil Conservation Service, small watershed, and th
Water Resources Council

/ Option 3: ‘ the Water Resources Council
wh\' doﬁﬁv(‘) and make no 'orogram transfers .
1

.Q’Ju.'o &n C:j ‘
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YY. Development Assistance

A..'

The Problem: o

: " This country continues to experlepee subnational
eg..,,.“g, Gevelopment _PI'OMEJRS oS that jeoaarcxze the

~B.

”

bem)-

gm} fac111t1es, planning,/and housing;

fulfillment of /national social—amd ecOnoOmiC cOalS..
These problems. take the form of (1) large pockets
of chronically unemployed people left behind by
changing economic circumstances in urban and rural
areas; (2) inadequate public and private facilities: -
in*ruraIiareasaand:small-towﬁs,xand%deteriorating
infrastructure: in cities; (3) problems caused by
base closings, regulatory: actions, rapid growth, the
‘decline of particular economic sectors, changes in
transportation oxr production technology, trade
problens, and the like..

ok Co - Cxpun= . )
%ea-eeel—econonuc pol1cie§ aré_foo brozg to address "4‘-_4:
subnational problems without I 58 > QES aeh

- Nor do outrzght cash transfers provxde a long-term
solution, since they generally fail to affect

underlying causes of distress and thusqukauuuﬁgkocal
dependence on the Federal Government.

What is needed instead, as reflected in your urban
message and elsewhere, is an integrated development
approach aimed at strengthen:.ng the long-term sacdad
pé- economic: base and encouraging prnrate Jjob creation
in local areas..

To: be-vef'fective-, such an apéroach requireé z

©  The barnessing of a critical mass of the ‘.m,,«“
-limited resources available; g {

©  The J.ntegrtgge use of 72, variety of deve opment

tools, espggzi‘by busihess assistance,

o Streaml:med program delivery- and the capacity' |
for timely deczszons,

©  The effective involvement of different levels .

of government and the private sector;

©. A policy and program mechanism broad enough
to take account of the increasing mterdepen-
dence of urban and rural areas; and - :

© A solid analytical capacity to i’aentify éro‘blems
- and formulate adequate. responses..




‘OUnfortunately, however, the organization of Federal .
. develooment acsistance programs civerges fron wnhat is
‘needed in almosi every respect:

RS Programs. and resources are severely fragmented..

I © ' Economic develbpment assistance is splintered among
e S ten programs in five different agencies (Economic

Development Administration (EDA); Department of
.Housing and Urban Development (BUD); Farmers Hone-

. Administration (FmHA):; Small Business Administration:
~ {SBA); and Community Services Administration (CSA)).
~ The proposed Natiopal Development Bank would create

a sixth. -
o : General community facilities assistance is scattered
Eo- e amoung four agencies (HUD, FmHA, EDA and EPA) and
? the Title V Regional Commissions.

o NineAPrograms:xn.three%agenciesf(BUD, EDA.andtrmHA)
S _ . and the Title V Regional Commissions provide funds
> . \for development plannlng.
5> : .
: ‘3“& S‘ (“eo The long-term economic development. programs have
W2 | no effective links with employment and training
programs that are preparing people for jobs.

ogram procedures conflict.

Each of these many programs has its own funding
cycle, its own planning reguirements, its.own
eligibility standards, and its own application
process, making coordlnated use of Federal tools
difficult..

i“f' o Delivery systems diverge widely.

. T For example, EDA relies on six regional offices
-~ and a network of "development districts.®

HUD has 10 regional offices, 40 area offices,
37 insuring offices and eight valuation stations.

v
b
-

o The Title V Regional Commissions rely on the States:
: o - for development planning and programming, whzle HUD
: . . . . and EDA largely bypass the States.

'C;' S, "' The FmHA has. 42 State offices and 2,445 county office




4

- ©°  Authority does not match responsibility.

. “Thescurrent‘structure»hasnnorconsistenttorganizing“
- " principle. &Agency responsibilities are split along
-“.. .. - both geographical and functional lines so that
.. Cabinet secretaries freguently lack program autho*;ty
to. carry out their responsibilities, and no Cabinet
-, official has the authority or responsibility to.
e - devise and carry out overall subnational development
: policies.

For example;, -although USDA has the rural development

lead, 75 percent of rural development grant funds

are in HUD and Commerce. Commerce, which has major

economic development responsibilities, spends most

cf its EDA funds on public facilities, while HUD,

which has major community facilities responsibilities,
. v A spends. more on economic development projects through
i - . . its UDAG and CDBG programs (10 percent of which goes

. for economic. development) than- all of EDA.

T T S TR

. . This fragmentat;on causes major admxnlstratlve ang ! Qqul\°
= programmatic problems, including: uﬂﬁﬁ(

Confusion and excessive administrative burden a A
cost at the State and local level. Each program ot>
has. 1ts own separate regulat;ons, regquirements,.
and management procecdures. This causes tremendous

- .confusion at the local level. Small cities ‘and
rural areas,in particular, complain that only cities:
with extensive grantsmanship operations can sort
out the maze and get adequate development funding.

Limited ability to involve the private sector. The
number of agencies and procedures to be followed

. for packaging complex projects results in long lead
times before projects can get underway. Private -
investors often cannot afford to wait. One agency's
refusal can jeopardize the project, making businesses
reluctant to get "tied up"™ in government red tape.

Inefficient use of Federal personnel and resources.
Opportunities to save administrative costs and use
more effectively scarce techhical talents now spread
among the agencies are being lost. In fact, there
is a trend toward further entrenchment of the waste
and overlap.. Three agencie3~are.expanaingrstaffs
..~ to conduct similar economic develOpment functions
. (FmHA, HUD, and EDA), and a fourth is about to be
: created (The Nat;onal Development Bank). EPa-dis.
. . Eeaewhile., HUD -
EDA, and FmHA are revzewing plans and applications
from the same communities, often. for the same project

on to minimxze thzs overlap
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'Unhe¢e55ary rigidi:Y*inzthe §gstém; lack of

flexibility to respond to local needs and
Spportunities; inability to pool and focus

asimited funds effectively to implement national
Sclicy. Each categorical program has a slightly -
ifferent viewpoint and set of requirements that
must be met. Each community must attempt to tailor
its strategy to:react to the changing mix of often

. rarrow and not always consistent agency viewpoints

and corresponditig funding levels. Each program has
slightly differept targeting criteria gdetermining

- which comminities er parts of communzt;es can receive

funds. & R
Lack of policy focus and direction. Fragmented . .
programs apd agency responsibilities make it difficult
to devise and implement coherent national policies.
No: one. agency can formulate development strategies
that balance: the needs of communities of different
sizes or set priorities among different type5mqf.tools

Difficulties in comparlng and evaluating the-
effectiveness of different approaches because Of
wide varaations in data collection and. 1nterpretat10n
among programs: and agencies. No: agency can evaluate: .
the: total impact of'development‘assistance-prOgrams..

Gaps and overlaps in geographic coveraoe resultlng

from the widely different Gefinitions of urban and

rural used in different prograns and the presence

of three different agencies (HUD, EDA and FmHA)
providing virtually identical kinds of assistance to
smaller communities. With lines of demarcation so
blurred (because of the haziness of the underlying
demographic distinctions) and the responsibilities

so confused, some types of communities find themselve
sent. £rom agency to agency_to get the aid they need.

Exh:bzts IV,‘V, and VI describe the programs and depit
the organxzational fragmentation.

Princival Alternativess

Option 1. XA Department of Development Assistance
(DDA) and program -consolidations that would streamlin
Federal development assistance. The organizational
and programmatic changes are highly interrelated sinc
the major program reforms are not possible without
program transfers..
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o Orcanizational changes:> The cehtral concept ™

. underlying DDA is the need to pring into a
single orcanization a core of/development
tools-aimed. at improving the long-term economic
health and vitality of local areas. The
. concept builds on two prendres: ‘1rst, that
an effective development approach reguires:
the coordinated use of a variety of tools
since business location decisions are affected

- by far-more -than the availability of only.::
business assistance; and secornd, that the
interdependence among urban and rural areas.
reguires an organization that addresses the
needs of all types and sizes of places within -
a unified framework while still allowing for . -
program variations: geared to local needs and
capabllxtzes.

To: achieve this, the DDA would absorb the
following Federal program responsibilitiess:

. Current Agency ' Programs
Agriculture’ : ' Community and economic

development programs. (non-
farm and non-housing) of
the Farmers Home
Administration

Commerce S Economic Development
' Administration.Title V.
Regzonal Commissions.

CSA. R  Community Economic
- '~ Development Program.-
EUD: - " All programs.
sA. 501 and 502 programs

(locans to State and local
development companies)

National Development
Bank (proposed). All




5 " -These changes would group the major Federal econozic

. . development, community development anéd development
7.7 planning prograns, as well as meny of the housxng

) ‘programs, in one place.

a o SO.constatuted, the DDA would become the central focns

: ) of Federal efforts to encourage the long term'vzabzlaty
of States, regions, and local areas of all sizes. It
would become the principal Cabinet aavocate of balanced
«ogpbaational. development. '

‘W1thnn “¢he: Department, oconomic development would be
organizationally distinct from housing and community

~ development, thus preserving its emphasis on. job creation..
The: Department would establish organizational representa-
tion inr urban and rural responsibilities and provide

- for the special delxvery system needs of small tcwns and
rural areas.

D : " Exhibit~VII.depicts:the,transfe: of resources and
> : : : personnel in this option. Exhibit VIII depzcts the
ST S simplified delivery of Federal development assxstance
E , : under this: option.

®: Prggrammatzc Changes. The“Department ‘of -
- _ Development Assistance would make possible program A
L - " changes. to. help solve the problems caused by the current -
fragmentatzon. Many of these program changes would. -
"require separate legislation and could be pursued: .
sxmultaneously with. the creation of the DDA or be phasea :

é | in over a period of time..

% | ,'Consolidated Economic Development Assistance~?regram:_
é;, Combine: 11 individual economic development grantnan&a
i loan programs into: . . .

E (1) a consolidated economic development grant program
-3 (EDA. Title I, IV, IX, Secs. 301 and 304; HUD UDAG;
5 FmHA Industrial Development. grants. National .
¥ Development Bank: grants), .

;o (2) a consolidated .economic develoPment loan program

building on the proposed National Development Bank..
- (National Development Bank credit programs; EDA
. y . Title II Business loans; FmHA Business and Industry
- Tt T .07 7 loan guarantee program; SBA. 501 and 502 loans to.
R State and local development corporatxons). R

Both of these would be discretionary programs and
would be administered by an expanded Economic Development
- Aéministration within the Department of Development

¢,
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Assistance. Separate urban and rural pois would
LT e be provided. The consolidated program could be:

S , introduced. as the Administration's EDZ reauvthoriza-—
’ tion bill), which comes up this year.

e - Planning Assistance and Planning Reguirenments:

Replace the seven existing aevelopnent plannxng
assistance programs:- with a single program that would
fund an integrated development priority-setting proces
‘Existing planning requirements: of the programs withina

" the DDA, as well as of some programs left outside: it

,,(e.g;,‘transportatiOny EP2A water and sewer, and employ
ment and training) would then be changed to: respond
to. these priorities and to reduce overlappxng planning
regulrements.

Rural Develqpment

D Create a unified, flexible and more efficient rural
e . -community facilities program by merging four existing.
: : programs: into two:

S ©  One for rural community development loans (FnEA
L : _ ‘ water and waste dlsposal and communlty facilities.
' : ‘ ' “loans),-and

.® one for rural conmunity development grants (FmEA
water and waste disposal grants, and Communlty
Development Small Cities Grants).

The two programs would be adminlsterea by a rural |
- community development unit that would form part of
the core of the DDA.. A

LR R S o DR ot
e

'Bousing simplification:

Work with HUD, the Veterans Administration, and FmHA
. to streamline application forms, appraisal procedures

-Create a system of links between the Federal employme

; e - and’ related reguirements in the houszng prograns
2 i’ V! ép - Aadministered by these three- agencxes.
i of 3 A
S Xo '5\'“')0&"‘ . Labor/Econonic Developmen_tz Links:
‘:"o KA ‘ '

. and training programs and Federal development assist-
\ ance programsS.
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Acvantaoes and Dlsadvantaaes

. T . % Eguipping a single Cabinet Department vith a B

- .0 s  Critical core of development tools and prograns
- , ﬁluagfﬁ‘ will help upgrade economic dayvelopment as a focus .
. i of Federal policy and' improve development partnersths

. q?gW('- with State and local governments. '

. °: Locatlng urban and rural development procrams in &
- s;ngle department will reduce: gaps and ineguities and
: permit the establishmwent of coherent and balance&_ _
" w  Federal development policy while preserving the :
_ possibility of variations in urban and rural develop—
ment programm;ng.

. - ® By providing "o e—stop shopping™ for a basic core:

ST of Pederai: gve opment assistance, this option will
e o - improve program coordination and permlt slgnlfacant
- program consolidation. It will also improve Pederal

responsiveness to local strateg1es.

This alternative would simplify the Federal planning
T . @assistance programs and more closely tie them4t0~

)l ‘ development funding decisions.
- - ® By clarifying authorities and responsibilities for
v . . Federal development assistance, this ¢ption would make
T _ -t - Federal development efforts more understandable and:

' . accountable..

Federal-level consolidation will hélp reduce fragmenta-
tion at State and local leyels.

The" structural ohange will permit program reforms to |

. create consolidated development loan and grant programs
sinplified.- plannzng programs: and a str aline

- rural communlty facilities

¥hile permztting better use of program monies,. thxs
propesal will reduce administrative costs at Federal,.
MfState and local levels. and make better use 0f scarce

toe o »

xogram_comnareble to the

Federal and local technical staffs. Federal savings
annually will be approximately $43 million, State and

°‘,«'!7”’-;,1003.1 savings can total approximately 30 percent of the
jk current administrative costs of these programs.

I
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: . : . This option will strengthen the analytical foundation
i c- ¢« for subnational development decisions and create the
T ' capacity to ant1c1pate development problens. ’
opportun;tzes in advance..

R o _ For the frrst time an 1ntegrated approach will he

boe - o possible by the: Federal Government for "adjustment.

: B 1 4 problems” ranging from base closings to trade adjust-
" ment. to dxsaster recovery..

: This option will facilitate the use of houszng

e - , programs as: ‘an 1qtegra1 rt of develo me t aﬁégn

' c.u((g

L. A o e
\n. Cvtar

. Ouﬁe.\l@f,
. | %e " IR épﬁ%&
P - Dzeadvantages of the 'iaroé’b"ék—i’ agfj.\.n Yuadd 2 agency Commant

, _ ~ Dptzon 2: Consolidate Economic Pevelopment Programs in - .
S o Commerce Leaving Community Developnent in HUD and USDA._

. . This alternative would make'aasharp;dzvzszon between -
v o economic Gevelopment programs and community development.
e and housing programs. It is based on the presumption
% L " that economic development and community development are

o - - really d;fferent and that ec omzoﬂgegelezgen Jush bgw“x
- elpse : : 3 he & ir—an%
. o - SEASAE ‘ e ~the E&mherte Department. .

It would group the major economic development programs
together in EDA in: Commerce, and: leave: the community
development and housing programs in HUD and PmHA..

®- Organizational Changes

The expanded Department of Commerce and‘Economxéi_'
Development would absorb the followzng Federal
- program respons:bllztzes.

- ‘ : Current Agency. ' o Zggﬁ;égg
. ' Commerce- ~ all programs. |
HUD: ,- - UDAG o T
EL , o - Agriculture FmHA Business and Industry Lo
- - : - FmHA Indpstrial Development g
;Li. - }{'»' . .snA; | o 501 and 502 programs.(loans t

o : State and local development
: : - companxes) :

B N Y - mm—
mam t i e IR T S AN Pt P v e e s lh -l b o e e e e



..
©
-
B

. S e e
g .

Within the Department, economic development'would‘xemaina
organizationally separated from the other business =
assistance, trade, and information functions to preserve

“dts: enphaszs on job creation in distressed areas.. within

the Economic Development Administration there would be an:
enlarged Development Bank to provide credit ess;stance

to businesses, and a division to provide economic
development and public facilities grants’'to States,
communitzes and other current reclplents.

4 o

" Exhibit IX deplcts the transfer of resources and

' ”
personnel in this option. e

. W e
° Pro ra.mmat:.c ‘Changes | - 50‘:'40": %,,cﬁfwi
: ‘ : > A ' Ny . -
g (ﬂwquoﬁa,‘pauJL
IL1ke Optlon 1, thls option: would ake possible” the:
consolidation of Federal econopfc development programs
“housing simplification and lapbor/economic developnent
- links, but not rural commupdty facilities consolxdat;e
- or planning assistance cgifsolidation..

foption would consolidate all
these programs excepf UDAG. in Commerce. UDAG will be
due for reauthorizgtion in 1980 and a decision on its.
ultimate placement would be. deferred until then. This
~ sub-option would/not allowW/Full consolidation of -
economlc development grant programs, aaéawea&d—nst-
aek i egpegidee ;
euelegmea%—p:aaiﬂas- ver, i1t would avoid somes
—f~the disruption and c05t assoczated w1th attemptxng
to: move: UDAG.

2 limited form of thi

aavantages’ i : ! o ..

This option would concentrate economic development
program resources at the Federal level, much as Optior
1 would. Option 1 would thus permit better evaluatior
of Federal economic development programs, streamline
economic development assistance, and provide a home-
for the Rational Development Bank. (It would not,
however, include the substantial economic development
funds spent under the HUD CDBG program.) ,

The Federal Government could save $7 mlllion by con-
solidating scarce technical expertise, and standard-
- izing and simplifying economic development program
requirements (versus Sﬁaz_fiiizon in Optzon 1). )
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- Other 'Alternatives Considered

22

« This op*10ﬁ would allow the Administration to ba*ld

.~ on the pending EDA reauthorization and use it as &
vzhicle for consolidating economic development
programs, as does Option 1. 4

Geae—eea-eeza:ﬁ:r' ey separating economic from | :
somnunity development, this opt:on may help to ensure
' the busxness focus of economic development prog:ams.

.;...-.-'u.I-l-p—-v T e SO U

e AT Y i 1T

This: optaon also buzlds on EDA's reputatzon fpr

ras f:’sn::"f&‘ai ze$ 63 f'u) &“&:S‘v\gw

Expandznq cconomic develoPment functions in Commerce
increases their potential for targeting econonic :
development funds to trade and productivity proplenms.

e op L\on roo.d S - o eﬁc&“e-\ gelq Q=
the €v&! ('Ehu"ggt.g}b“ A,p-- r Wow\ :rf;a;" 0 \

O Aataa\

‘\'""Ko:s C c-j'."e. S, :

(a) Seek procedural change only: Some of the problems

with Federal development programs could be relieyved
through. better coordination and detailed procedural.
changes. In fact, the Interagency CODrdinating;CounciJ

"~ has already made a start in this direction. Even if

the reforms proposed above were adopted, this mechan.t-
would still be needed to coordinate the numerous :
agencies and programs untouched by reorcan:zatlon.

To rely.” on procedural coordination alone, however,

- seems unpromising. A long history of previous.
efforts to relieve program and organizational frag—
mentation through procedural change and coordination B
demonstrates few lasting successes.

(b) Create separate- Degartments of Urban and Rural

Development: This option would place all commun;ty
and econonic development programs for rural areas in.
Agriculture and all communzty and economic development
programs for urban areas in HUD, It would appeal to
rural groups and achieve some simplification. Boweyer
this option would be the most disruptive because §t -
‘would reguire that EDA and CDBG each be split in two.
It would raise programmatic problems because urban and
rural areas are interdependent and ‘because many commun
ties, as their demographics change, would have to shif
from one agency to another for funding.

r
.
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(c) Create a broader Departnent of Development Assxstancev
A number of other programs would fit well within the
DDA concept and may be candidates fcr eventual inclusio

- Because: they are polztzcally unfeasible or because thei
links. o the agencies in which they now reside are: too-
‘substantial to disturb, we have not 1nc1uded then: in

Option X. S -

e Employment‘aodfrrainingfAdministratioof(Laborl'

e E;ghway and Trans:t Programs (Transportation)

>« 'Wastewater Treatment Construct;on Grant Program {
. ' ;> H Veterans Admxn;stratzon Housxng ?rograms

Agency Comments

- Commerce opposes: DDA and recommends that economic development.
functions be consolidated in Commerce and that trade functions:
in Commerce be strengthened. Commerce believes that economic.
and: commun:ty development and fundamentally different--that:
economic development is aimed at stimulating przvate invest—
ment, and community develoPment is aimed at promoting the
social welfare of communities and their residents. Commerce:
strongly feels that the inclusion of the economic development .
function with housing and community development would make:
the economic development function impotent--that these funds -
would guickly be contaminated by community development activit:
This is based on the expressed fear that HUD's constituents ant
*social welfare ethos” would predominate. Commerce also feels
that reorganization alone will not achieve administrative and
program efficiencies in a new Department and that a new -
Department would be an awkward amalgam of activities. Commerc
feels that sectoral problems are. 1ncreasxngly important and
that sectoral analysis, trade, and economic developmeut must
be linked organzzat1ona11y. Commerce argues that EDA is worki

well at Commerce. They believe that economic development shoulc

remain at Commerce and be strengthened by adding the National

Development Bank program. They further believe that the EDA

reauvthorization is a good vehicle to accomplish this end.

Others. argue that,communify and economic development will not
necessarily be better integrated because urban community develoj
ment will still be dispersed by formula while economic developm«

- funds: are dlscretxonary.
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" BUD supports the creation of DDA but reserves jnﬁgwe“t on the

program consolidation recommendations until further informa-—

. tion is available. They argue that community development,

economic:development,rand*housing;must.be'a&ministered:in:the

same department to make development assistance work and there-
fore oppose the Commerce-based option because it would split -
these: functions. -‘Recipients oiten use community and economic
development funds for the same purposes and do not distinguish:
among them in practice. In fact, muck economic development

- assistance goes for community facilities. ¥UD also opposes. the
- Commerce based option because it would make it more difficult

to consolidate planning assistance or rural community facilitie

- They also believe that the DDA option will provide a necessary
- critical mass of resources and significantly streamline the

process.  They also state that HUD's purported shortcomings:
mentioned in the memorandum are exaggerated and out of date

. and that many criticisms of HUD are for actions that result

from legislative rather than departmental restrictions. HUD
argues that FmHA multi-family assistance: programs should be

'1nc1uded in DDA.

USDA believes that communzty development, economic development,
and housing should be combined, and therefore opposes the :
Commerce-based option because it would split these functions. -
Agriculture is particularly concerned that rural assistance
be delivered through multi-county district offices of the sort
that FmHA is creating and therefore urges: that any reorganiza-
tion plan incorporate these off;ces.

SBA supports the DDA, seeing little difference between communir
and economic development. It endorses the proposed shift of
its Section 501 and 502 programs. SBA opposes the Commerce
based option..

>

Treasurz takes no p051tzon on structural change, except.to
suggest that the National Development Bank need not be
separate if reorganxzatlon takes place..

CSA- supports: the DDA concept but believes that its pzograms )
should not be included. A

TR v m a8 et v ee et e e a) e o - -
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Decisions: - ; : M,;,ué:“(x'
. T~ Do you wish to reorganize development assjfStance, including'ff
; both}structural and program reforms? : . )
- i ' . | . B - yes,. construct a Department: o .ﬂevelooment Assxstance
AR - R and. pursue the associated prfgram- reforms.
- e - ] construct a Departmen?y of Commerce and Econom;q =
T T L Development and pursue thef/ peesti®s=program reforms.
;.
L —— ' _____ - yes, construct a Department of Commerce and Economic ¥
: ‘ Development but do not include UDAG; pursue pess*bbe

T a$9oo\u‘c& program reforms.

- . : . 0.

n e Rg

S --III?.._ - Food and Agricuilturez nv\ ?ik TD\I\A‘Q \e)) LO s

Z. ST Our food system is big, complex, and constantly chang;ng.

. ,These changes reflect trends in consumer habits. advancin ;
‘ tech=-
P o nology, growing knowledge of the relatzonshlps éetween dlgt and
" o health, and changing world economic conditions. By historical -
s ] standards, the food system bas performed well. But new problems:

: and new standards for evaluating the system are emerqi
rging. We nos
LT expeot the food system to: help meet natzonal health'goags, aid: ii

'~

world dlplomacy, oontribute to  wise resource use, and help

meet other domestic and lnternatlonal needs.
The~conf11cts»1n-the food,system'are:many; farm prices«::m~

versus: retail prices, processing costSsversus.fooa\saiety,

product promotion versus nutrition information, and food aid

and foreign trade versus domestic suopl;es and cests, Each of

these conflicts must be dealt with in forglng a food pol;cy.

0 PRTS  DEdUL ST AR LT AT S

v

.
*
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Nutrition research, educat;on, and survelllance are scattered
throughout USDA and HEW and other Federal organizations. There
is currently no place within the Federal Governnent where these
important nutrition activities are integrated to develop nore:

ey a sy hra fv e
A .
-\ -

as follows.

SO . consistent and effective Federal programs. As a result, we

o - - have a weak policy (some would say no policy at all) and even
&M;_j - . minor program controversies sonmetimes rise to the White House ™
¢. . for resolution. The Federal nutrition effort has been criticize
3



® It is unresponsive to consumer concerns and long-
“ term public needs.

® It has low status and v151b111ty in the Federal
Government..

% | V - ® It has limited accountability in- terms o‘ technxcal
o accuracy and measures. of effectlveness.

r
e -

There is poor coordinat;on‘among_organxzations
conducting nutrition-related activities.

x N Enhancing consumer and nutrition functions in a separate
Z - , and clearly identifiable unit in a Department of Food
% has ' and Agriculture: has the following advantages: :

pe S - Permit'conflictS-betweeﬁ-foodiand‘nutritionaPOIicy"

' : : ' and commercial agriculture (over food safety, price,
labelling, chemical additives, etc ) to be worked

out. w1th1n a department.

LR

- Prov;de a: close relatzonshlp between nutrltlon
research and farm production decisions.

= Give the Secretary of USDA greater balance among
his production and%consumer-constituency'groups.

-? B - - Prov;de a strong Cabinet vo;ce for a nat1ona1 food:
‘ " and nutrition: policy. .

We recommend the followlng organxzatzonal and process. changé
_ to improve the management and focus of domestic and international
- food and nutrition polieys :

_ (1), Designate the Department of Agriculture as the Jead
agency: responszble for developing a nat10na1 food and nutrltzon

pol;cy.

(2) Direct the Secretary of'Agrzculture to work with OMB
and DPS in developing administrative and leglslatzve proposals
to give greater emphasis to nutrition policy 1n USDA. Among. the
changes to be considered ares '

A T vy £ g eV gy {‘YL;";‘."];I.I.W:"' Lt
) . T .

e Change‘thezname~of'USDA'to thefDepartment of Food.
~ and Agriculture to symbolize the Department's: broader
mission..

RN AP

- - ® oOrganize the Department‘internally-aszfollowsz

"’ = Create two Deputy Secretaries -- one representing
agrlcultural. trade and marketlng interests, one
representing consumexr and nutrition interests.
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.= 1Internally segregate consumer-oriented programs.
] for traditional agricultural "promotion” programs..

Consideration of proposals for consolidating authori-
ties for promotion of agricultural trade with authorities.
- for control and development of agrxcnltural production

We expect these activities, if approved, to: produce-
admwinistrative and possible legislative proposals foxr
- - consideration later thls year.

Agenqy~Comments

Agriculture believes that these proposals need further
development-~rThey~suggest'moreiattention.tovconsolidatingﬂ
authorities for promotion of trade in agricultural products
and to improving delivery of nutrition assistance and

- agricultural development aid to other nations. &griculture

believes that more complete consolidation of food production
and safety functions will be requ;red in the long term but
does not recommend consolzdatxon of all food safety programs

.at this tlne.

Decisions

(1) Designate USDA as. the lead agency for
o nqtrxtxon policy

Yes ] - No:
(2) Direct the Secretary of Agriculture to'work with:
: OMB. and DPS: £o develop proposals to. enhance
‘information policy in USDA.

> 98 = o as we s .qee
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¥. Department of Commerce ) ce’ f
— - :W T

o Our stndy of economic policymaking in the Executive
“Branch has: pinpointed critical deficiencies in our ability ~

- effeetxvely promote trade and to: perform guality micro-
economic (seqtora‘t) analysis. In both areas, program '
fragmentation is a major cause of the' problem. There has
also. been widespread comment that the disparate and unrelated
activities of the Commerce Department today hinder its

' effect:.Veness becauses of a lack of organzzatlonal focus.
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The case for improv:.ng econonic policymaking capacities
must be examined in the context of the other reorganization
options discussed earlier. The effect of establxshxng the-

: : Departments of Natural Resources and Development kss:is\tance,'
I . is to remove about half the Departnent of Commerce staff and

L ' budget. Our natural resources, local development, and economit
R : policymaking studies: converge to: require a careful reexaminatic
S T ' of the future of the Department of Commerce.

Cempevir e

. D
€ -t 4 0 adee Snmw SRS,

credible Commerce: Department options.. Each has pros and
" cons-=substantive and political. None, however, has been
sufficiently explored within the Executive Branch or with.
Congress- and interest groups to warrant a recomnnndatlon
° NOW,- - . . .

. .Z 7 We have completed sufficient analysis to identify several

'We recommend that ONB and an interagency group explore options
to improve the organization of trade and commerce. Recommenda
tions should be developed to be :.ncorporated in mplement:.ng
the Hultz-ﬂatzonal Trade agree.ments.
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V.  Implementation and Next Steps

A..

Using Reorganization Authority

As you: know, reorganization authorlty cannot be used
to abolish a Department or all its functions. It can.,
however, transfer parts of Departments and can be used
to rename departments.

‘Because: reorganization authority is a much quicker

and easier way to accomplish our objectives, we want
to do: as much as possible by plan. Two plans should
be: enough. to implement the structural changes in the
natural resources and development assistance options.
If you choose to implement the Development Assistance -
program reform, follow up leglslatlon will be regquired. -

Timing and Announcement

If you choose to attempt substantial reorganization,

this project merits a State of the Unlon announcement
for two: reasons:

(1) If should have broad popular appeal and fit well
with the economy/anti-inflation themes. planned
for your address.

(2). Including the proposa1=will signal that you
regard it as a high priority that you and your
~ White House staff will work to: pass.

Decision

Wbrk'toward'a‘State of the Union announcement. -

- ] Yes | Z;_;_7 No



e EXECUTIVE OFFICE OF THE PRESIDENT

g - . OFFICE OF SCIENCE AND TECHNOLOGY POLICY
- , WASHINGTON, D.C. 20500-

i o | . Jaruary 8, 1979

MEMORANDUM TO: - Harrison Wellford
FROM:: Frank. Press: 44} .
SUBJECT: Reorganization: Agenda for 1979

.. We: have reviewed quickly the draft Presidential Decision Memorandum:
transmitted. by your Office on January 6.. This Office is principally
jnterested in the Natural Resources, Food and Agriculture,. and: Commerce
sections of the report. There is 1ittle relationship: between Development
Assistance and R&D: but we: believe that the kind of realignments proposed.
and: Civil Service reform would go far towards improving delivery services A

jn-thts;arga, o T A % > ‘;

A |
Natural Resources - From: the standpoint of this Off}égi.priority for .
reorganization should be accorded Natural Resources/and this should. be:
undertaken: even 1f other elements of the reorganization: package do: not
move: forward: at this time. Sound policies for management of water and ...
land resources. necessitate: consolidations. Science and technology would: -
be' strengthened: through bringing atmosphere and ocean- activities together
with related land activities. Especially in- the area: of management of
" resources. on the continental shelf it is important to bring NOAA activities
together with those: of Interior..

With: respect to the bringing together of NOAA's research and service
capabjlities, the Geological Survey and a few other units, e.g., Fish
and: Wild1ife Service, into a single: Department would provide a focus. for

~a substantial research effort that. could expand. the jnformation: base for
resource management. '

However, the: internal alignment of programs within the Department would
have to be carefully devised. For example, it is: importano decide what
elements. of offshore activities need. to be brought: together on the basis:
of the oceans/atmospheric. column: and: what activities based on the:
management of resources on.and beneath the ocean floor. In this: respect,
we: do not believe that marine geologic investigations. should be divided
from on shore geologic investigations, as apparently is envisioned by -
your study team. ' '
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withlrespect.to:thefreaIignmenttof water resource activities, this

Office would prefer adoption: of Option 2, involving moving to: DNR all
planning, budgeting, construction and maintenance functions of Interior,
" the Corps and the Soil Conservation Service. Such action would provide
greater assurance: of coherent development of water resource policies and

subsequent. program: implementation. Division of plannng. from project
design- can be quite arbitrary, and also can result in the need for
additional staffing..

Food. & Nutrition - This Office supports. the proposal to have thevDepartment

work, we can attest that there will be difficulties. in some cases in

of Agriculture designated as lead agency responsible for developing food.

and nutrition policy.. We reviewed the report of the study team:and do:

not agree with that report's recommendations for- transferring a number
of food related activities from other departments and agencies. Those
recommendations: were sometimes. in conflict with the Natural Resource.
proposal or bore on matters of recreation support, credit policies and. -
other matters. only: peripherally related: to food. . -

However, it is our view that the report provides. Tittle information: to
the President on which. to make a decision. Designation of the Department

of Agriculture as. the lead agency will require careful analysis as to

what that means. in relation to programs of other agencies, especially
those: of the Department of Health, Education, and Welfare.. From: our own

delineating respective responsibilities in the area of nutrition research..
For: these: reasons, we suggest deferring submission of a proposal to the
President until greater detail can be: provided, drawing on the team's
report. as appropriate. .

DegartmentfoffCommerce---Ne'concur'in-your proposal to defer recommendations.

affecting remaining. functions: of the Department at this time. The PRM
on: technology: innovation will not be completed until April so it is not
possible to be definitive now on this: aspect of the future role of a

Department of Commerce.. However,.divested of functions not integral to

. commerce and trade, 1t'wou1d»ap?ear the Department might better focus. on

its central mission. It may well be practicable to reconstitute the
Department as a Department: of Commerce, Trade and Industrial Technology.

We will be glad to clarify any of the above comments. Your study teams

have worked: closely with this Office,. which has: assisted in providing:

this: quick response to an extremely comprehensive package of reorganizations..




©  MEMORANDUM:

THE WHITE HOUSE

WASHINGTON
January 4, 1979 : “

ADMINISTRATIVELY CONFIDENTIAL
MEMORANDUM  FOR' JAMES T. MCINTYRE

FROMz: - - ANNE WEXLEM

;SUBJECT‘ Your Memorandum: on Reorganization Options

A AT

1. I have a few observations on omissions which should
‘ be: taken care of in a dec151on memorandum for the
President..

= - Indian Affairs: No mention is made of the
~ ' Bureau of Indian Affairs. Given the sensitivities

of this area, the decision memorandum for
the President might refer to the area as

¥ reassurance that indian affairs will continue

'to receive the same priority as at the Depart- -
ment of Interior, including a bureau, an
assistant secretary, etc.

- National Marine Fishery Service: The memorandum:
treats- the National Marine Fishery Service
mostly as: a: natural resources agency. Although
NMFS has 1mportant responsibilities for
enforcement in the 200 mile zone, its greatest

! potential is in the development of the
fisheries, including their export potential.
This memorandum could raise the possibilities
of (a) retaining NMFS in Commerce as an
agency dealing with a specific industry which
is export-related or (b) moving NMFS to
Agriculture as an. agency dealing with a food-
related industry. Short of staying on Commerce,
the latter would probably be more acceptable
to;the=industry-than a move to DNR; Agriculture
has: officers in embassies to support export
activities; it would be consistent with the
move of Fish and Wildlife Service.
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- Reorganization Costs: Although efficiency
in delivery of services is a more: important
goal of reorganization: than simply cost
savings, the memorandum does: not deal with
the costs. created. in carrying out a reorganization.
We need to have some idea of what these costs
" will be to protect ourselves against. a potential
attack on these ground. '

- Department of Food and Agricultures: This
proposed reorganization really amounts to no-
more than a name change with one additional
program (two, if NMFS is included). This
situation might raise another political
issue which would not obviate the issue of
removing the Forest Service. We might be
better off taking the Forest Service issue on
directly if we- decide' to go: ahead..

On. the economic: development. proposals, I am

concerned about our ability to justify them .
politically. The three reasons for the reorganization
appear to be that (a) community development and
econonmic development are closely related but are
located: in separate agencies; (b) those separate
agencies: all run economic development programs

but with different planning and programmatic
requirements; and (c¢) no one cabinet member is
responsible for development policy. The reorganization:
would be a positive step on the latter point,

" but subject to the roles of EPA, DOT and HEW.

However, the proposed solution whether it be in
Commerce or in a new Department of Development
Assistance would still keep community development

.and" economic development as separate entities.
More- important, without new organic legislation,

it would not deal with the underlying problem of
differing planning and programmatic requirements.
If we fail to resolve the underlying problem, then.
the benefit obtained is very limited. It would

be much more difficult to sell as. creating

greater efficiency and might appear as a mere
"moving: of boxes". If the intent is to seek

~organic legislation, then this should be discussed

in the memorandum. While this might be an issue

- on which we can rally our economic: development

constituencies, on the other hand in the year
before an election we might not want to raise the
serious conflicts involved, such as the competition
between governors and mayors, targetting and sun
belt-snow belt issues. Finally, the memorandum
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ought to reflect that reorganization is: not -~

absolutely necessary’tO-Seek~org§niCtlegislgtign;ftdf“

- Whatever decision is to be made,’ it should be

made: soon. My recent exper1ence~w1th Commerce:
and Interior reveals: that neither is operatan

- at peak efflclency while. these iSsues are pend}gg.,
- The indecision is: hurting: them.. S

L3

Flnally, I am still concerned about the- polltlcal
price for doing this in light off the difficult

priorities which we will have before the cOngréss e

this year. We need to weigh the disruption:
which reorganization. decisions could bring. to
major committees: from which we will be seeking
support for these priorities. Related to this,
we: need to make a realistic assessment of the
ability of the White: House staff to sell the
proposals in light of the other assignments the
President has already: glven us.

-
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